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PURPQSE OF
BANCOLDEX

Bancdldex manages financial assets, develops

access solutions and massively mobilizes capital,
leveraged on its relational capital and converting it

into services for business growth.

&
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OUR BANK

Bancéldex
consolidates as a
development bank

Bancoldex has deepened its role as Development
Bank by offering entrepreneurs, not only financial
services, but also non-financial services focused on
knowledge and information fixed on understanding

the needs of Colombian companies.

%._

Likewise, in 2017 the Bank continued with the
development of priority strategic projects to carry
out different initiatives in order to strengthen the
Bank on several fronts and turn itinto a solid, more

efficient entity that is aligned with its subsidiaries.

Understanding the needs of entrepreneurs
according to their growth conditions, at the end
of 2017, the Bank decided to base its 2018 opera-
tion on six strategic focuses that complement the

effort of the "Growth Platforms" business units.

R

vas

The six fronts are aimed at strengthening the sup-
port for Colombian exporters; to carry out direct
credit operations under specific eligibility criteria;
to strengthen the attention on micro financial
entities to increase microenterprise credit; to the
creation of lines of credit under special condi-
tions; to finance and structure green projects and
investments that generate positive impacts on the
environment and, finally, to make the Bank a rele-
vant player in the structuring of programs and
projects that contribute to the business and

regional development of the country.
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OUR BANK

Ministry of Trade, Industry
and Tourisim

91,87%

Ministry of Finance
and Public Credit

7,85%

Individual Shareholders
0,28%
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BOARD OF DIRECTORS

BANCOLDEX b

Maria Lorena Gutiérrez Botero

Mauricio Cardenas Santamaria

Augusto Lépez Valencia

Carlos Eduardo Quintero Rocaniz

Guillermo Valencia Jaramillo
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Vacant

Mauricio Vega Lemus
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OUR BANK BANCOLDEX GRUOP

BANCOLDEX
GROUP

In June 2017, the Bancdldex group was created,
aimed at offering solutions to the business

E)FIDUCOLDEX BANCOLDEX b

sector. It is made up of Bancdéldex, the develop-

ment bank that connects financial products and

‘ 89.3%

non-financial services with entrepreneurs and @ Shareholding

. . o of Bancoéldex
regional economic development organizations.

ARCO before Leasing Bancdldex, a Financing

Company specializing in leasing and commer-

cial credit for the financing of productive assets;
and Fiducdldex, the strategic partner of entre-

preneurs to design fiduciary operations.
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OUR BANK
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MANAGE
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R I
ER 2017

Mario Suarez Melo

mario.suarez@bancoldex.com

Chief Legal Officer - Secretary General
jose.garzon@bancoldex.com

Chief Risk Officer
mauro.sartori@bancoldex.com

Chief Operations and Tecnology Officer
jaime.quiroga@bancoldex.com

Chief Financial and Administrative Officer
claudia.gonzalez@bancoldex.com

Chief Comercial Officer (E)
cesar.perez@bancoldex.com

Chief Human Talent Officer
marcela.gaviria@bancoldex.com

Comptroller
claudia.mejia@bancoldex.com

BANCOLDEX ~

Pedro Julio Villabén Gonzalez
Productive Insertion and
Financial Inclusion Manager
pedro.villabong@bancoldex.com

Hernando Castro Restrepo
Domestic Boost Manager
hernando.castro@bancoldex.com

Doris Arévalo Ordonez
Global Flows Manager
doris.arevalo@bancoldex.com

César Augusto Pérez Barreto
International Expansion Manager
cesar.perez@bancoldex.com

Juliana Ossa Duque
Extraordinary Growth Manager
juliana.ossa@bancoldex.com

Margarita Coronado Gémez
Private Equity Funds, Manager
margarita.coronado@bancoldex.com

Maria José Naranjo Szauer
Corporate Strategy, Manager
mariajose.naranjo@bancoldex.com

Luis Alejandro Lozano Gutiérrez
Bogoté Central Regional Office, Director
luis.lozano@bancoldex.com

Juan Pablo Silva Vega
Strategic Management, Director
juan.silva@bancoldex.com

Jaime Buritica Leal
Treasurer
jaime.buritica@bancoldex.com

Olga Lucia Matamoros Velasquez
Risk Department, Director
olga.matamoros@bancoldex.com

Marcela Gonzalez Alfonso
Operations Department, Director
marcela.gonzalez@bancoldex.com

Vanessa Spath Agamez
Administrative Services Department, Director
vanessa.spath@bancoldex.com

José Luis Caiias Bueno
Legal Department, Director
jose.canas@bancoldex.com

Jairo Pedraza Cubillos

Accounting Management Department,
Director
jairo.pedraza@bancoldex.com

Ricardo Mesa Muiioz
Loan Department, Director
ricardo.mesa@bancoldex.com

Javier Enrique Toro Cuervo
IT Department, Director
javier.toro@bancoldex.com

Amanda Ruth Vega Moreno
Organizational Development
Department,Director
amanda.vega@bancoldex.com

Gloria Andrea Cortes Duarte
Human Talent Department, Director
gloria.cortes@bancoldex.com

Claudia Marcela Benavides Bernal
Cali, Southern Regional Office, Director
claudia.benavides@bancoldex.com

Rosa Alicia Serrano Monsalvo
Barranquilla and Nothern Regional Office,
Director

rosa.serrano@bancoldex.com

Lucas Eduardo Silva Rueda
Bucaramanga, Eastern

and Border Regional Office, Director
lucas.silva@bancoldex.com

Sonia Marcela Garcia Feo

Medellin, Antioquia and Western Regional
Office, Director
sonia.garcia@bancoldex.com

Jorge Alejandro Osorio Duque
Coffee Zone Regional Office, Professional
jorge.osorio@bancoldex.com

SPECIAL PROGRAMS

Juliana Alvarez Gallego

Bank of Opportunities Investment Program,
Director
juliana.alvarez@bancadelasoportunidades.gov.co
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OUR BANK
CROWTH PLATFORMS

Businesses with a High exportin
double digit rate growth cosr;npanFiDes 7

or the potential to do so

Emergent businesses "
) Multilatinas™

BANCOLDEX P Producive chains / N

Cluster development

Financing and knowledge for
corporate growth

expansion

Non-financial services

G
Multilatinas Start-ups Consulting service

Businesses with
internationalization Early stage businesses

potential Special projects
structuring

Impact information

*Multilatinas: multinational firms with headquarters in Latin America
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OUR BANK
CROWTH PLATFORMS

Productive insertion
and financial inclusion

- platform -

This platform focuses exclusively on supporting
micro and small companies through rediscount-
ing and creating market conditions so that more
non-traditional  financial intermediaries are
attracted towards channeling the financial
resources of Bancdldex. In this way, the Bank facil-
itates access to credit for micro and small busi-
nesses with greater productivity challenges, to
become viable productive value units with
enough growth capacity to enter a more devel-

oped business world.

BANCOLDEX ’
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OUR BANK
CROWTH PLATFORMS

Domestic
boost

- platform -

It is focused on supporting the financial needs of

-
;.E

i

companies that decide to grow and consolidate in

"FIIEHIH NEnRi

-

the national market. It serves companies of all
sizes, with growth potential in all regions of Colom-
bia, with medium and long-term loans under

favorable conditions for business modernization.

This platform also seeks to meet the financing

needs of the productive links that mark eco-

nomic activities such as market, technology and

T AN L

capital, and are the basis of the productive s man

TR

development of the country.
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OUR BANK
CROWTH PLATFORMS

Global
flows

- platform -

It focuses on supporting exporters, importers
and Foreign Direct Investment - FDI. It finances
companies that export non-traditional goods
and services, importers of technology and capi-
tal goods, and foreign companies that have an
interest in investing in Colombia. Both export-
ing companies and those that import technolo-
gy to streamline their production processes
require tailor-made products and longer-term

financing that Bancdldex can offer.

BANCOLDEX’ BUSINESS DEVELOPMENT BANK




OUR BANK
CROWTH PLATFORMS

International
expansion

- platform -

It seeks to support the internationalization of
companies that decided to establish their own
position abroad or intend to do so. The bank
found that there is a significant market of com-
panies that have decided to export their busi-
ness model and require long-term financing in

USD to carry out this initiative.

BANCOLDEX’ BUSINESS DEVELOPME NNERINNS




OUR BANK
CROWTH PLATFORMS

Extraordinary
growth

- platform -

Its main challenge is to develop the debt market
for companies in early stages, addressing the
financing gap that young firms under 5 years of
age, have in their first stages of development.
This gap responds not only to financial products
and services supply issues by the institutions of
the sector today, but, even more so, to the
absence of specialized channels that know the
dynamics of these companies at their early
stages, their cash flow, characteristics and, espe-
cially, the different alternatives to mitigate risk

when financing them.
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OUR BANK
CROWTH PLATFORMS

Dynamic
ecosystems

- platform -

It helps consolidate Bancdldex as a Develop-
ment Bank, since its focus is non-financial sup-
port to entrepreneurs to accompany them in the
development of their business growth projects.
For this, it works with the "regional ecosystems”,
made up of companies and organizations that
promote competitiveness and business growth
through non-financial mechanisms that are com-

plementary to credit.

The first mechanism seeks to provide informa-
tion with added value to the regions. Here the
tool Atlas of Economic Complexity for Colombia
-DATLAS-, developed jointly with the CID (Cen-

ter for International Development) of Harvard
University, stands out, with which it is possible to
identify the opportunities for sophistication of
the companies and regions in the country to

achieve a greater growth.

The second mechanism is non-financial
support to strengthen strategic manage-

rial capacities in organizations and

companies.

Finally, the project coordinator, in
partnership with local and
national organizations provides
support to structure projects that
trigger business growth in the

regions to support competitiveness.

BANCOLDEX ’
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OUR BANK

Who do

we address? THE PRODUCTS AND SERVICES
We address visionary entrepreneurs, who are DEVE LOPED BY BAN CéLDEX

focused, able to lead the transformations of

their industries, who dare to grow, determined ARE FRAM E D U N DE R TH E
to do things differently and determined to con- FOLLOWI NG FOCUS AREAS.

nect to opportunities.

We offer financial and non-financial products and
services according to the growth circumstances
of the companies. We activate powerful business
dynamics and conversations in the regions to

develop more competitive environments.

BANCOLDEX’ BUSINESS DEVELOPMENT BANK P. 18




DQUR BANK
N S AREAS

Which consists of repositioning Bancoldex as

the Bank to finance foreign trade operations.

BANCOLDEX’ BUSINESS DEVELOPMENT BANK




ACTIVARS
DIRECT CR

For operations that meet eligibility criteria in

terms of investments, credit risk, guarantees

and added impact of such operations.
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DUR BANK
RCW S AREAS

STRENGT ,;»;';,
MICROENTER RRISES, AND R
MICROFINANCENE}E°2]

=

The Bank will work to offer permanent assis-
tance to the network of micro financial institu-
tions to strengthen their institutional capacities,
increase operational efficiency, improve corpo-

rate governance and mitigate risks.

BANCOLDEX b
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OQUR BANK
ROU S AR E%

The Bank will continue addressing complex situ-
ations or regional emergencies affecting com-
panies, through the creation of lines of credit
under favorable conditions with specific desti-
nation in accordance with the direction of the

national Government.

SPECIANS I
OF GOVERIS | §E
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GREEN LI

Consists of structuring and financing green
projects and investments that generate positive

impacts on the environment.
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DUR BANK
RS S AREAS

NEW

SPECIAL DN\

The Bank seeks to become a relevant player in

structuring programs and projects that contrib-
ute to the business and regional development

of the country.

BANCOLDEX’ BUSINESS DEVELOPMENT BANK




OUR BANKT

HOW WE
OPERATE?

Bancdldex operates as a second-tier bank or
rediscount bank. That is, when an entrepreneur
requests a loan from a financial institution (a
commercial bank, for example), this institution
can request from Bancdldex the resources that
such entrepreneur requires. Bancdldex delivers
them to the financial institution, and this in turn

to the entrepreneur.

Our allies

Bancdéldex’'s main allies, through which credit
resources are disbursed to entrepreneurs, are
banks, corporations and financial cooperatives,
savings and credit cooperatives, compensation
funds, employee funds, among other entities
supervised and not supervised by the Financial

Superintendence of Colombia.

It also establishes alliances with institutions that
promote approaching the business sector such
as associations and guilds; territorial and multi-
lateral entities; universities, ministries and other
organizations such as the National Apprentice-
ship Service (Servicio Nacional de Aprendizaje
SENA); the Banking Association of Colombia
-Asobancaria- and Procolombia, among others.

BANCOLDEX ’
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GROWTH PLATFORMS

Extraordinary Productive insertion Domestic International
growth and financial inclusion boost expansion

Credit for companies with

high growth potential Mami s Liquidity credit

Credit for business

s Credit for investment / Business modernization
formalization

Financing overseas /

Microinsurance Sustainable development :
Post-shipment

Discount of documents

Prefinancing and

Special quotas / Regional agreements and other allies : :
export financing

International banking
operation

Buyer, suprplier and
correspondent credit

Credit for correspondent bank

Private Capital Funds program
“Bancéldex Capital”

Business training
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OUE BANK
PRODUCTS AND SERVICES

Credit for companies
with high growth potential

This alternative is aimed at identifying, financing
and strengthening Colombian companies with
high growth potential at their early stages, in all
economic sectors. The investments financed
with the resources of this credit modality, con-
tribute to develop their potential, encourage
the adoption of corporate strategies that allow
them to have a fast, profitable and sustained
growth; and promoting the incorporation of
innovation as a differentiating element in busi-
ness models, the reconfiguration of markets and

product development.

Microfinance

Bancdldex has developed a wide network of
intermediaries, whose purpose is promoting the
development of the micro-business sector in
Colombia. In the same way, Bancdldex has
incorporated in its portfolio of products and ser-
vices, financing alternatives that allow compa-
nies to meet their working capital needs,
improve cash flow, start up business moderniza-
tion projects, strengthen assets through capital-
ization of companies, and improve environmen-

tal performance.

Credit for
business formalization

Bancéldex offers financing alternatives that
allow companies to access working capital

resources, fixed or deferred assets, whose

investments contribute to the development of
their productive activities, and to their business

formalization processes.

These processes help companies strengthen
their growth dynamics, diversify their buyer
portfolio, enter new national and international
markets, and participate in government busi-
ness development programs.

Microinsurance

Futurex vida

Provides protection of the micro-entrepreneur
and his family in case of accidental, natural or
suicidal death, total or permanent disability and
serious illness. In addition, it offers additional
coverage such as aid for funeral and family

expenses due to death or disability.

BANCOLDEX ’
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OUR BANK

Special quotas / Regional
agreements and other allies

To strengthen financial support for the business
sector, Bancéldex develops alliances with enti-
ties such as ministries, governorships, city halls
and international cooperation agencies, among
others. This is to establishing special credit
quotas that provide liquidity, in pesos or dollars,
and under preferential financial conditions, to
different business segments, according to their
geographical location, the size of the company,

or the destination of resources.

These special credit quotas consider, depend-
ing on the case, limits to the maximum financing
amounts per company, as well as compliance
with particular conditions for accessing such

resources.

Investment credit /
Business modernization

This modality aims to meet the investment
needs, in fixed or deferred assets, of micro,
small, medium and large companies to carry out
projects aimed at increasing the productivity
and competitiveness standards, the acquisition
of new technologies, the reconversion of the
productive apparatus, the protection of the
environment and other expansion plans, both
nationally and internationally.

The resources of this modality can be chan-
neled through financing mechanisms such as
leasing, corporate credit or credit through part-
ners or shareholders.

Sustainable development

Alternative funding aimed at micro, small,
medium and large companies of all economic
sectors that require investments in measure-
ment, control and monitoring systems, focused
on mitigating the negative effects of business

activity on the environment.

This line of credit aims to promote companies to
focus on sustainability of their businesses, be
more productive and competitive in markets
that demand high environmental standards,
and include, within their portfolio, goods and
services with added value in terms of protection

and care for the environment.

BANCOLDEX ’
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OUR BANK

Discount of documents

Bancdldex purchases directly from the Colombi-
an exporter securities derived from exports that

are backed by eligible banks:

eAcceptance or deferred payments generated
by letters of credit.

eLetters endorsed by foreign financial interme-
diaries with direct quota or with irrevocable
commitment of reimbursement.

*Exchange purchase invoices or single bills of
exchange accepted by the importer and
backed by a standby letter of credit.

Invoice purchase - Liquidex
Through this product, Bancéldex purchases the

value of the invoices originated by the sale on
credit of goods or services in Colombia or

abroad, to companies in the domestic market
and direct or indirect exporters. This product

operates under two schemes :

Liquidex pesos - Dollars

A company that sells goods or services and has
secured its portfolio with a credit insurance
policy, has the possibility of discounting these
invoices directly with Bancéldex at competitive

rates.

Liquidex productive chains

Through a global credit insurance policy,
Bancdéldex covers the portfolio of a purchasing
company so that its suppliers in Colombia can
directly discount their invoices at competitive

rates with Bancdldex.

With these schemes Bancdldex grants liquidity

to supplier companies without conditions, since

these do not require a study of the credit quota

to access this product.

Prefinancing and export
financing

Bancdldex made available to businessmen,
alternatives to finance investments related to
the costs and operating expenses necessary to
carry out their exports, business modernization
and innovation projects that improve their
exportable offer, plans to strengthen their pro-
duction processes, obtain certifications to carry
out market research abroad, attend trade fairs,
and other investments required in preparation

for the export activity.

BANCOLDEX ’
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OUR BANK

International banking operation

This is a Financial tool for Colombian exporters
to ensure their international negotiations and
mitigate the risk of non-payment abroad.

Through its network of correspondent banks
Bancdldex offers:

eConfirmation of export letters of credit.
*Management of documentary collections.
*Management of payment orders.
*Currency trade on foreign trade operations.

eConfirmation of bank guarantees.

Buyer, supplier and
correspondent credit

The purpose of these credit mechanisms is to
finance buyers abroad of Colombian goods and
services, through financial intermediaries previ-
ously qualified by Bancéldex or banks that hold
an investment grade rating. Likewise, engineer-
ing or construction projects fully or partially
developed by companies domiciled in Colom-
bia are financed, and the purchase of Colombi-
an assets through the payment agreement of
ALADI in the member countries, with banks

authorized to operate said agreement.

Likewise, it allows to support with credit resourc-
es those financial intermediaries Previously
qualified by Bancéldex, operations of pre-fi-
nancing of Exports or financing needs of

imports from other countries.

Business training

This program seeks for entrepreneurs to strength-
en their management skills through training, publi-
cations and business support services, which con-
tribute to the improvement of their management,

performance and competitiveness.

Face-to-face training
Entrepreneurs update their knowledge in differ-
ent organizational areas to achieve better busi-

ness management results.

The main topics addressed in face-to-face cours-
es are: business formalization; strategic planning;
accounting and financial management; foreign
trade; human resource management; marketing,

sales and customer service; good governance

BANCOLDEX ’

BUSINESS DEVELOPMENT BANK




OUR BANK

practices; environmental management and cor-

porate social responsibility, among others.

Virtual training

As a complement to face-to-face activities and
to support the individual training  initiatives
of entrepreneurs, Bancéldex offers the follow-

ing multimedia virtual courses:

*Acceptances or deferred payments generated by
letters of credit.
*Finance, the key to business success.

*Management consultant in international negotiation.

*Management aspects to access credit.

Business follow-up

Through partnerships with other organizations
such as universities, diagnoses of the main
aspects of a company are carried out to deter-

mine improvement actions with the entrepreneur.

Private capital funds program
Bancéldex Capital

The Bancéldex Capital Program is an initiative
designed to promote Development of the
private equity funds and venture capital industry

in Colombia. The program has two components:

Financial support
Investment of private equity and venture capital
funds (Bancdldex does not directly invest in

companies).

Non-financial support

Through the promotion of good practices
between investors, managers and other actors in
the industry, Bancdldex contributes to the con-
struction of the capital funds industry ecosystem.

Objectives of the program

*Provide new long-term funding sources to
Colombian business through new capital from

capital funds.

*Promote the private capital and entrepreneurial

funds industry in the country.

eAttract new investors, domestic and foreign,
to participate in the capital funds industry in

the country.

BANCOLDEX ’
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OUR BANK

From April 1, 2017, the Productive Transforma-
tion Program - PTP and the Business Manage-
ment Unit - iNNpulsa Colombia, which had been
administered by Bancdéldex, are now managed
by the Fiduciaria Colombiana de Comercio Exte-

rior - Fiducéldex, subsidiary of Bancéldex SA

SPECIAL
PROGRAMS >
FIDUCOLDEX

GRUPO BANCOLDEX

1 1 Programade
inwouss R

Colombia
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ANCOLDEX

5

BANCA DE LAS
OPORTUNIDADES

Banca de las Oportunidades is a program of the National Government, administered by Bancoldex, to

promote financial inclusion in Colombia.

Its objective is to promote access to financial
services to low income families, microentrepre-
neurs, small and medium enterprises and entre-
preneurs to reduce poverty, promote social
equality and stimulate economic development
in Colombia.

Financial inclusion projects are developed with
the support of the "Banca de las Oportunidades
Network" made up of banks, financing compa-
nies, cooperatives with financial activity, micro-

credit NGOs and insurance companies.

Banca de las Oportunidades takes on strategies
to promote the necessary reforms of the regula-
tory framework that facilitate and promote
access to financial services and promotes incen-
tives for the co-financing of projects and techni-
cal assistance to meet the financial coverage
goals, institutional strengthening of the network
and access and development of financial ser-

vices adjusted to the needs of the population.

www.bancadelasoportunidades.com

BUSINESS DEVELOPMENT BANK



http://bancadelasoportunidades.gov.co

OUR BANK

FINANCIAL
RESULTS
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AS DECEMBER 2017
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AS DECEMBER 2017
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AS DECEMBER 2017
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AS DECEMBER 2017
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AS DECEMBER 2017

9,582,661
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Manufacturing industries
$1,389,062 @

Wholesale and reatil trade;

vehicle repair

$1,086,961
Transport and storage
$902,785

Finance and

insurance activities
$616,493

Supply electricity, gas, steam,
air condinitioner @

$266,622

(COP MILLIONS)
Construction
$258,330

Professional, scientific and
technical activities @
$179,083

Others activities

$883,326
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1 year
$473,734

2 years
$335,897 @

3 years
$1,256,490

(COP MILLIONS)
4years

$159,820

More than 4 years ,goqe

$3.356,720
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Banks
$4,385,552
Finance
companies
$398,794
Foreing banks
$257,054
NGOS
$91,880

Financial
(COP MILLIONS) cooperatives

$91,345

Cooperatives of
saving and credit

$43,486

Others
$314,550
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REPORT FROM

BOARD OF DIRECTORS
AND THE PRESIDENT
TO THE GENERAL
SHAREHOLDERS' COMITTE

Introduction

2017 was a year of great dynamism for the
global economy. This determined a greater syn-
chronicity in the growth of advanced economies
and of the main emerging markets. In this con-
text, there is a greater appetite for risk by inves-
tors, a significant appreciation for equity prices
in the United States, and a gradual increase in
the price of oil. In the international scale, these
better results in terms of growth and employ-
ment led to an adjustment of the monetary poli-
cies by some of the main central banks. On the
other hand, the importance of political issues

prevailed in the markets, especially regarding

the economic proposals of the new government
in the United States and the general elections in

Germany and France.

However, the Colombian economy continued to
bear the consequences of the initial oil price
collapse, the low performance of mining, con-
struction, manufacturing and household con-
sumption, factors that, together, determined its
deceleration. However, the GDP performance
and other indicators, such as investment,
exports and imports, in the third quarter, gener-

ate signs that suggest a turning point, which

BANCOLDEX b

BUSINESS DEVELOPMENT BANK




ANNUAL REPORT 2017

allows us to expect a higher growth in 2018,
despite being an election year. On the other
hand, the inflation drop drove the easing of the
monetary policy of the Banco de la Republica,
which led to a decline in interest rates. Finally,
the Colombian peso appreciated, and its volatil-
ity decreased compared to the one recorded in

the previous year.

On the other hand, in 2017, Bancdldex
disbursed COP 3.58 trillion and financed more
than 70,000 companies located in 30 depart-
ments of the country. Throughout the year, the
Bank maintained its philosophy of serving com-
panies of all sizes, and more than half of its total
disbursements were loans to SMEs.

Throughout the year, the Bank continued to
finance the modernization of the productive

apparatus of the country, disbursing resources

amounting to COP 1.66 trillion, approximately.
Likewise, it disbursed COP 1,05 trillion to 774
exporting companies, which confirms the
Bank's support to the export sector and the

internationalization of the Colombian economy.

In 2017, the Bank continued to exercise its role
as an instrument of the National Government for
financial support to companies affected by diffi-
culties in their economic activity and by situa-
tions such as strikes and natural disasters,
among others. On the other hand, in August
2017, Bancoéldex placed COP 200,000 million in
the first green bonds auction OF the Colombian
public market.

Finally on September 4, 2017, Mario Suérez
Melo assumed the presidency of the Bank and
with the management team, redefined the stra-
tegic priorities for 2018, focusing management

on 6 fronts aimed at strengthening its support to
Colombian exporters; to carry out direct credit
operations under specific eligibility criteria; to
strengthen the attention of micro financial insti-
tutions to increase microenterprise credit; the
creation of lines of credit under special condi-
tions; to finance and structure green projects
and investments that generate positive impacts
on the environment and, finally, to make the
Bank a relevant player in the structuring of pro-
grams and projects that contribute to the corpo-

rate and regional development of the country.
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THE FOLLOWING IS THE FULL
REPORT OF THE BANK'S
CONDUCT DURING THE YEAR
2017.

Performance of the
economy in 2017

2017 was positive for the global economy. Accord-
ing to the International Monetary Fund'. In 2017,
the global GDP growth rate increased to 3.7%.
However, the behavior of the countries in the
region was lower with lower growth rates in Chile,
Colombia, Mexico, Peru and Venezuela, compared

to those observed during the prior year.

Global recovery established a guideline to adjust
the monetary policy of the main central banks.
In the United States, the Federal Reserve (FED)
increased the rate overnight by 75 basis points
to 1.5%; also in September the FED began a
steady decline in its balance sheet?. This process

depends on the evolution of the economy.

Thus, 2018 is projected as a year of gradual
advancement, which will highlight the adjust-
ment process of the respective monetary policy
by major central banks. This would generate a
mesh of global liquidity; the ripening of the eco-
nomic cycle in the United States and the defini-
tion of a regional political map with the presi-
dential elections in Brazil, Colombia and Mexico.
According to the International Monetary Fund,
global economic growth will expand to 3.9%.

In Colombia, the economy continued with the

'International Monetary Fund. January 2018.
2Reduction in the equity levels (treasury bonds and mortgage supported
assets).

3 According to Consensus Forecast in January 2017 analysts expected a
GDP growth of 2,4% for 2017.

4Gross Fixed Capital formation.

°>Consensus Forecast. January 2018.

adjustment process of the falling oil prices
(2014-2016) and their performance was below
what was initially expected?. Thus, between Jan-
uary and September, the GDP accumulated an
expansion of 1.5%; the behavior of agriculture,
financial services and social services sectors
stood out. In the meantime, trade had a low
increase of 0.7%, while the mining and quarry-
ing, manufacturing and construction sectors
recorded negative annual variations. Regarding
demand, the total consumption accumulated by
September 2017, remained practically at its
expansion pace (2.0%), led by Government
expenditure (3.5%) while household consump-
tion slowed down. In contrast, investment com-
ponents* and imports registered positive varia-
tion rates, while the exports component pre-
sented a contraction. According to the latter, for
2017, waiting for the final figures, an economic

growth is estimated to be close to 1.7%>°.
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Concerning foreign trade, the greatest FOB
export growth improved the trade balance,
compared to imports. According to DANE, on
December 2007 exports reached USD 37.800
million, this amount is equivalent to a yearly vari-
ation of 19%, explained mainly by an increase of
32,4% in foreign trade of fuels, and 7,2% in agri-
cultural products. In the meanwhile, on Novem-
beré, FOB imports FOB increased by 3,9%
reaching USD 42.440 million. Consequently, on
November, the deficit ibn the trade balance was
USD -6.692 compared to USD -10.708 million
in2016. As a result, the deficit in the checking
account, as a GNP percentage, is expected to
go from 2016 t02017 from 4,5% to 3,7%’.

In December 2017, the twelve-month inflation
stood at 4.09%, 166 basis points (pbs) below the
one reported in 2016. This movement was led by
the slow growth in food prices. Accordingly, in

2017 the Banco de la Republica reduced the
intervention rate by 275 basis points, to 4.75 per-
cent. The decline in the rate of intervention gen-
erated a fall in collection rates, while placement
rates has more moderate reductions due to the
lag in the transmission of the monetary policy.

In the foreign exchange market, in 2017 the
Colombian peso (COP) appreciated against the
dollar (USD) and the annual MDR-TB average
increased from COP 3,053 to COP 2,951 Among
the factors that explain this appreciation are the
gradual recovery of the oil price, the loss of value
of the dollar (DXY index) against major global cur-

rencies and the increase of foreign investment.

Forthe Colombian economy, 2018 is projected as
a year of greater dynamism and the analysts fore-
casts a GDP growth of 2.6%8. Among the factors
that could help product expansion are: a better

¢The import amounts and trade balance from December Will be published on
14, February 2018

7 Ibid.
8 Consensus Forecast. January 2018.

performance of the construction industry, sup-
ported by the implementation of infrastructure
projects; the revival of investment; greater pur-
chasing power of households actual wage; lower
interest rates, which would encourage a demand
for credits and higher external demand from

some of the country's major trading partners.
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Financial sector’

2017 marked a different dynamic for the
financial system, compared to previous years.
The lowest growth rate was the behavior of new
loans and the deterioration of the loan portfolio
for most financial intermediaries. However, the
levels of liquidity and solvency of the system
were maintained at proper levels and reflected
the strength of Colombian banking. Likewise,
the consolidation of its international regional
presence with the leading financial groups in

the country was observed.

? Includes only credit establishments.

104,46% due to expiration and 9.69% by risk profile, at the closure of October 2017.

" Specifically in the infrastructure, construction and energy sectors.
2 Coverage due to expiration 126.3% and by risk profile 58,17%, at the closure
of October 2017.

In this line of though, the credit risk of the
financial sector improved its profile in the past
year, which is evident through the payable
portfolio quality indicators (both due to
delinquency and risk profile) which reached
their highest levels in the past eight years'. The
difficulties by several companies in the
corporate sector'" impacted in a way that the
risk profile quality indicators of the business
segment shifted to 10.9%, which is relevant if
you consider that this segment participates with
56% of the gross payable portfolio in the
system. In this sense, the financial system has
made major efforts in terms of provisioning,
which has also affected the profitability
indicators, allowing them to maintain coverage
indicators™ under acceptable levels to protect

the portfolio from additional damage.

3 At the closure of October 2017, the net result was COP 6.32 trillion.

"It is worth noting that in 2016 non recurring income (COP 2 trillion due to the
sale of Corficolombiana shares by the Banco de Bogota to Grupo Aval and
COP 400,000 million due to the sale of Cifin by main financial institutions)

Moreover, the impact of the provisions on
profitability was offset by the valuations of
investment portfolios, given the behavior of
market rates. Furthermore, and despite the low
portfolio placement, the expansive policy of the
Banco de la Republica benefited the net interest
margin of the financial sector. The latter is
reflected by a decline of almost 40% net result',
which in turn is evident in the profitability

indicators'.

As for the liquidity of the system, the liquidity
risk indicator’™ (IRL) suggests that credit
institutions have enough levels of liquid assets
to comply with their short-term obligations.
Despite this, a low resource growth in traditional
financing (savings and term deposits) was
observed in 2017.

which affects the comparison of indicators compared to the previous year.
> Banks (311%), Financial Corporations (332%), Financing Companies (287%)
and Finance Cooperatives (204%).
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Finally, credit establishments maintained a
moderate internal capital generation, which is
evidenced by a full and basic solvency margin
of 16.8% and 10.4%, respectively, exceeding
the minimum standards defined by the
regulation of 9.0 % and 4.5% and remaining
within the average of the past two years. These
indicators, as well as the advances in terms of
risk management and proper corporate
governance practices allow the financial system
to have the capacity to absorb endogenous and

exogenous shock.
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MANAGEMENT AND ACHIVEMENTS

Corporate financing

During 2017, Bancdldex disbursed credits for
COP 3.58 trillion, benefiting more than 70,000
companies located in 30 departments in the

country.
Attention to SMEs

Considering the high level of participation in
the generation of employment of this business
segment, Bancdldex delivered COP 2.06 trillion
in loans, keeping the Bank’s philosophy of
responding to all companies regardless of their
size, generating solutions that promote busi-

ness growth.

Entrepreneurial modernization

One of the key objectives of the Bank was to
increase funding for the modernization of the pro-
ductive system. To do this, they disbursed resourc-
es for COP 1.66 trillion, approximately COP

100,000 million more than in the previous year.

Support the internationalization
of the economy

The Bank continues to promote foreign trade,
supporting the internationalization of the econo-
my with emphasis on market diversification and
the opportunities generated by the FTA. COP
1.05 trillion were disbursed to 774 exporting

enterprises for this purpose during this period.

Microfinance

During 2017, the Bank continued to work on
strengthening its attention on this segment. It
disbursed credits for COP 658.285 million ben-

efiting more than 60,000 micro businesses.

To serve this segment, Bancdldex has a network
of 68 institutions oriented to microcredit busi-

ness throughout the country.
Bancéldex Capital program

Through this program, Bancdéldex has made
investment commitments for COP 164.067 million
in multi-sectoral funds. Thanks to these invest-
ments, resources mobilized from third parties were
COP 1.9 trillion, that is 12 times the amount com-
mitted by the Bank. This amount, COP 824.085
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MANAGCEMENT AND ACHIVEMENTS

million has addressed to Colombian companies, in

different sectors and stages of growth.

Supporting regions that have
difficulty due to economic
circumstances

In conjunction with the national Government and
the Ministry of Commerce, Industry and Tourism,
several lines of credit were established under
special conditions, aimed to support the busi-
ness sector in border areas, especially in the
departments of Norte de Santander, Arauca, and
La Guajira, which were affected by the closure of
the border with Venezuela. Likewise, the Bank
provided support to the national Government to
mitigate the impact of situations such as the
strike in the municipality of Buenaventura, and
natural disasters such as the avalanche in the
town of Mocoa in April this year, among others.

Issuance of green bonds

In August 2017, Bancoldex placed COP 200
billion in the first Colombian public market green
bonds auction. With this issuance, the Bank will
have more resources to fund projects related to
sustainable construction, cleaner production,
energy efficiency and renewable energy, among
others, required to reduce the impact of Colom-
bian companies on climate change.
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BUSINESS
UNITS
ACHIVEMENTS

The business unit of global flows focused on
servicing the export sector, disbursed more
than COP 1 trillion to finance exporters and
strengthen foreign investment in Colombia.
Likewise, the International Expansion Unit
disbursed more than COP 500,000 million to
finance companies which have their own posi-
tion abroad or that are in the process of export-
ing their business model to other countries.

On the other hand, the Business Scaling unit
that serves the domestic company sector (do-
mestic market), disbursed COP 1.32 trillion,
which mostly addressed business moderniza-
tion processes of SMEs. Regarding attention to
micro- and small enterprises’, the Productive
Insertion and financial Inclusion unit disbursed
COP 658,286 billion.

¢ Small enterprise: With assets up to 1.250 SMLV.

Regarding the companies in the early stage seg-
ment with high growth potential, the Bank con-
tinued consolidating this segment through the
Extraordinary Growth business unit, reducing an
important gap of funding via debt of these com-
panies. In 2017, the Bank generated two new
lines of credit, through which it funded 90 com-
panies with expenditures of COP 17,877 million.
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MANAGCEMENT AND ACHIVEMENTS

NON-FINACIAL PRODUCTS
Dynamic ecosystems

The purpose of this unit is to contribute to the
consolidation of our development activities pro-
viding non-financial supportto entrepreneurs to
accompany them in the development of their

growth projects. Its work aims to:

Coordinate Ecosystems Intelligence
During 2017 different products were developed
to promote diversification and sophistication of

the companies in the country:

*A methodology was developed to "identify
diversification and sophistication opportunities
in companies - LIGHTHOUSE", which provides a

personalized accompaniment that enables

them to identify their opportunities with export-
ers in the country of sophisticating, high value

products in international markets.

*Developed the methodology for using the free
trade agreements, which allowed the identifica-
tion of 438 exporting companies with diversifica-
tion potential into new markets of countries with
FTAs under negotiation, such as Australia,
Canada, New Zealand, and Singapore.

*Developed 33 departmental reports, 50 busi-
ness reports with diversification and sophistica-
tion possibilities and 2 industrial reports on

sophistication in clothing and oil chemistry.

eIn April 2017, a contract was signed with the
Center for International Development (CID) at
Harvard University for the development of
DATLAS 2.0, which allowed the inclusion of the

agricultural census and other complementary
sources to this tool for a detailed description of
the agro-industrial activity in all the departments
and municipalities of the country.

Coordinating Project Structuring

Two new services from the unit's project struc-
turing were launched in 2017: Delta Program
and Pioneering Program. These instruments are
part of the area purpose of providing accompa-
niment for conceptualizing and structuring busi-
ness growth projects and demonstrating the
commitment of Bancdldex in deepening its
range of non-financial services to complement

the financial offer.
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DESCRIPTION OF THE SCOPE
AND ADVANCES OF EACH
INITIATIVE.

Delta program: this program aims to improve
the capabilities of companies to structure proj-
ects that allow them to grow and create value,
and to offset the tax benefits instrument for
investment in R & D, to which few companies in

the country apply.

Version 2017 of the Delta program opened 15
slots to accompany companies domiciled in
Bogota, Cundinamarca, Risaralda and Caldas, to
undertake activities related to the sectors where
the Ministry of Commerce, industry and tourism
has been working on: metalworking, chemicals,
agri-food, fashion system, 4.0 industries, soft-
ware, IT, BPO, KPO, ITO - and tourism.

The call for proposals to select beneficiary com-
panies began on September 13, 2017 and
closed on January 31, 2018. On December 15 it
had 28 candidate companies, out of which 13
are located in the Bogota-Region and 15 in the
Eje Cafetero (Caldas and Risaralda).

The plan is for the projects of the beneficiary
enterprises to be presented to apply for the call
for tax benefits, before May 31, 2018.

Pioneers program: considering the interests
from different companies to explore more
deeply the opportunities for diversification of
their current portfolio, the Pioneers Program
was designed, which offers specialized techni-
cal support for the identification, prioritization,
and usage of these opportunities, in a way that
the necessary inputs are generated to validate
the feasibility of structuring an investment proj-

ectthat supports the new line of business for the

participating companies.

Coordinating Business Training and Consulting:
the business consulting programs and training
activities focused on three thematic areas: stra-
tegic management of business model, corpo-

rate governance and financial restructuring.
Consulting programs

Companies of Exporting Excellence - 3E: during
the first semester of the year, the third wave of
the 3E program ended, where 38 companies
dynamized their international business model
and conducted market validation, customer,
and business model exercises, culminating with

a detailed work plan.

In addition, to complement and enrich the
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scope of the provided consultancy to the bene-
ficiary companies of the first and second waves,
a call was opened to develop the " 3E Program -
accompaniment to beneficiary companies
waves | and II", which included new elements of

the methodology used in wave llI.

Governance in family businesses: with resourc-
es from international cooperation of the [IC'" a
direct technical assistance (DTA) was developed
to strengthen Governance in family businesses.
With this program the Bank's clients benefited 8
companies in the cities of Barranquilla, Bucara-
manga, Pereira and Ibague. Within this frame-
work, the beneficiary companies developed a
strategic family vision and implemented /
improved family protocols, additionally strength-
ening the organs of Governance in the family

and the company.

'7ClI: Interamerican Investment Corporation-IDB.
"®]FC: International Finance Corporation -World Bank Group.

Strengthening Regional Transformation Capa-
bilities: the purpose of this program was to
strengthen the regional offer for specialized
consulting, which was a training exercise for 12
consultants in the Atlantic, and in the process,
advised six companies in competitive strategy
and three companies in Corporate governance.
This initiative was developed in partnership with
the Chamber of Commerce of Barranquilla, and
the issue of Governance was supported by the
IFC™® of the World Bank.

Strengthening Management Capabilities

Comprehensive Strategic Intervention Program
-PIIE: in 2017, the Bank developed the EIIP - 2.0,
which is a corporate intervention scheme, which
takes best management training practices and a
few consultancy elements, to build specific

knowledge in a collective way. This program

integrated the three thematic lines: competitive
strategy, business model generation, good gov-
ernance for business sustainability and growth
of financial structure. Eight (8) programs were
supported and co-financed by regional allies
such as chambers of Commerce and associa-
tions, with the participation of 105 companies
and the attendance of 306 executives. Addition-
ally, it benefited 36 of these companies with
individual accompaniment in strategy and finan-

cial structure led by an expert.

Virtual Training Activities: to achieve greater
coverage and regional coverage of busi-
ness-building activities, Bancoldex strength-
ened its strategy of strengthening managerial
capabilities through ICT with free navigation
e-learning (Mooc - Massive Online E-learning
Open Courses) and courses under a fresh

scheme of deepening and accompaniment that
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allowed companies to execute the knowledge
acquired. Under these virtual training method-
ologies, 1.480 entrepreneurs from 113 cities
and municipalities in 31 departments of the

national territory were benefited.
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Mobilization for transformation”

In 2017, the construction of leadership capabili-
ties within the Organization advanced to con-
tribute to the consolidation and development of
corporate strategy.

Nine workshops were held at all levels of the
Organization, focused on the appropriation of
the shared purpose and building strengths

around teamwork.

Regarding the organizational culture of the
Bank, eight?® values were defined and four were
prioritized for 20172". The behaviors related to
the values of the organizational culture were
built, to design activities that contribute to their

appropriation within the Organization.

19 Activation for Mobilization around the Bank;s Transformation Plan. It is
focused on the participation of all collaborators, empowering them, and
providing knowledge and tools to build collective leadership within the
organization.

Bancdldex capitalization

The institution of the Inter-American Develop-
ment Bank IDB Invest, formerly known as the
Inter-American Investment Corporation - IIC,
expressed its interest in participating in the cap-
italization project of Bancéldex. After the com-
pletion of the due diligence process the IDB
presented its investment and financing propos-
al, which is being evaluated by the shareholders
of the Bank.

Cor por ate governance

At the end of 2017, Bancdldex managed the
implementation of the 45 recommendations of
the International Finance Corporation - IFC and

the World Bank in corporate governance.

20 Passion for Service, integrity, responsibility, excellence, Will to change,
teamwork, promoting diversity, meritocracy.
21 Passion for Service, integrity, responsibility, , Will to change.

In 2018, it will work in consolidating the strength-
ening the corporate governance of Bancéldex,
with the full implementation of the recommend-
ed actions and processing of the required regu-

latory changes.

Alignment of Bancéldex and
its affiliates

Under the framework of the definition of the Ban
coldex Group, the following achievements for the
twelve (12) working fronts that support the devel-
opment of the project are highlighted:

1-Unification of strategy, policy and guidelines.

2-Unification of suppliers and joint negotiation
as a group.

3-Standardization of methodologies and criteria.
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4-Unification of models and schemes.
5-Unification of four (4) committees with group focus.

6-Eight (8) integration processes with group
approach, in research functions operations and

Treasury front economic analysis.

7-Services and technological integration related
to inter-headquarters applications and network
connectivity, definition of the visual identity and
development of the products and services of

the group portal.

Design of the productive insertion
and financial inclusion vehicle

The design of the mechanism to respond in
different ways to micro and small enterprises

with great challenges in productivity and con-

22 Designit Spain Digital S.L: Spanish Consultant firm expert in Service design.
ZCRM: Customer Relationship Management.

tribute to their inclusion in the productive sector
began in 2017. For this, the consulting firm
Designit?? was hired in February 2017, and

promptly delivered its recommendations.

Although the scope of the project was fulfilled,
the senior management of the Bank made the
decision of not developing the initiative of cre-
ating an independent vehicle for the attention
of micro-enterprises, maintaining this activity

within Bancdldex.

Implementation of Fund of funds

In February 2017, the rules of the Fund of funds
investment were filed before the Financial
Superintendence. In the month of October of
the same year, the Financial Superintendence
ruled favorably by issuing a concept of "Non-ob-

jection” to the regulation.

On the other hand, there was continuity in the
process of obtaining capital and having the
initial acceptance of local investors, who are
conducting a due diligence process to the Fund

of Funds vehicle.
Business Intelligence - BI Project

In July 2017, the Bank defined with the aid of a
third party, the Bank Business Intelligence Strate-
gy 2018-2022, an internal governance for infor-
mation management model was designed and

the Bank shall evaluate the recommended tools.
CRM?*

During the year 2017, the structuring, procure-
ment, development and implementation stages
of the CRM - Bancoldex project were undertak-
en. The Sales and marketing modules were

BANCOLDEX ’

BUSINESS DEVELOPMENT BANK




ANNUAL REPORT 2017

implemented in a scheme of Software as a Ser-
vice (SAAS) with cloud storage, and the tool
went live on December 18, 2017.

The premises under which the project was
developed were the integration between areas,
designing a platform that allows all users to
know what is carried out at all levels of the orga-
nization with interest groups, guaranteeing a
Cross-flow of information, knowledge and cus-

tomer relations.

PETIC (SPICT)

This project includes the strategic planning of
information and communications technologies
based on the business within a period of 5 years
(2017-2022).

The plan made 75 initiatives or projects focused

on 4 strategic pillars:

1-Business boost.

2-Strengthening it management.

3-Strengthening risk management (security and

continuity).

4-Optimization of the technological platform.

Additionally, the framework for the application of
ICT in the Organization was defined, and the proj-
ects portfolio was established, including its objec-
tives, description, scope, alignment with the busi-
ness, priority, complexity, benefits, risks, regulato-

ry framework and interested parties' strategy.

Likewise, the roadmap for the implementation
of various initiatives and projects was estab-
lished, including the assessment and consider-
ation of subsidiaries and the main ICT indicators
were defined to establish a scorecard.

Savings account

The development of the tools, functions, pro-
cesses and documentation required for the
operation of the product was completed in
2017, and it was presented before the Financial

Superintendence of Colombia.

The project strengthened cross-cutting aspects
of the Bank such as: transactional fraud risk and
LAFT monitoring scheme for all products of the
Bank, integration with the ACH transfer system,
strong authentication for direct customers
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system, PSE button for bank documents (under
development) and strengthening database

and platform security of the Bank for their web

interaction.
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STRATEGIC SECTOR PLAN
OF THE MINISTRY OF
COMMERCE, INDUSTRY
AND TOURISM - PES 2017

BANCOLDEX ’

EEEEEEEEEEEEEEEEEEEEEEE

. 66




ANNUAL REPORT 2017

WITHIN THE 2017 SECTORAL
STRATEGIC PLAN, BANCOLDEX HAD
THE FOLLOWING COMMITMENTS:

Strategic 1

Mentality and culture

Initiative:

Powerful regions

Entrepreneurs receiving technical assistance: during
2017, 354 entrepreneurs received technical assis-

tance, with a compliance of the indicator of 236%.

Initiative:

Grow camp 2017

Entrepreneurs who receive training on business
growth: Grow camp 2017 training was held on
August 14 and 15. 1.059 entrepreneurs from 23
departments, participated in conferences, spe-

cialized workshops and connection spaces, on
business growth.

Estrategia 2

Knowledge and technology
transfer

Initiative:
Sophistication opportunities
During 2017, 9 companies were linked to the

Delta Program and 10 projects were structured.

Initiative:

Diversification and sophistication
of Colombian export

Preparation of action plans for 5 companies with
the purpose of stimulating the sophistication of
its exports was supported.

32 departmental reports using the Atlas of eco-

nomic complexity - Datlas Colombia were pre-
pared with the same purpose. The reports are
available at:

campusvirtual.bancoldex.com/course/

Initiative:

Financial structuring for growth
The goal for 2017 was 12 businesses with a new
defined financial structure. However, this deliver-
able was not executed since their development
depended on the reallocation of resources from
the National budget, from Bancdéldex profit for the
period of 2016. In 2017, an agreement with the
Ministry of Commerce, industry and tourism -
MinCit was signed, and resources are expected to
be allocated to the Bank in 2018, so that such inter-

ventions can be carried out during that year.
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Initiative:

Corporate competitive strategy
During 2017, 6 companies completed the strate-
gic intervention process under the framework of
the program "Strengthening regional capabilities”
with the Chamber of Commerce of Barranquilla.

Initiative:

Corporate governance for
companies that dare to grow
Atthe end of 2017, 11 companies had completed
their implementation of corporate governance.

Strategy 3
Financing

Initiative:

Disbursements for COP 665.000
to increase the productivity of
microenterprises

During 2017, disbursed COP

556.836 million to micro-enterprises. Despite

Bancdldex

not meeting the goal on loans raised for the
year, the compliance percentage is high, 84%,

considering that there was a significant

decrease in demand for credit for micro-enter-
prises, given the economic situation of the

country during 2017.

COMPLIANCE OF
THE GOALS WITH
THE NATIONAL
DEVELOPMENT
PLAN 2017

Operations of export companies that
are beneficiaries of Bancoldex
financial products

For 2017, the goal of the Bank was to disburse
1,450 operations to this business segment. In
the year 1,517 operations amounting to COP
1.05 trillion were disbursed, benefiting 774
exporting companies with which the goal of the

period was met at 105%.

Investment commitments in private
equity and entrepreneurship funds
The goal of bank investment commitments in
capital funds through its program Bancdldex
Capital 2017 was COP 116.843 billion. Resourc-
es for COP 164.017 billion in 12 equity funds
were pledged, which allowed for a 140% compli-
ance, widely exceeding the established target.
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BANCA DE LAS
OPORTUNIDADES

Investment program "Banking of opportunities”
(Bdo) was created by Decree 3078 on Septem-
ber 8, 2006, and supplemented by the Decree
2555 of 2010, to promote access to financial ser-
vices to low-income families, micro, small &
medium companies and entrepreneurs. The
program is the executor of the Financial Inclu-
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sion strategy adopted by the intersectoral Com-
mittee on Financial Inclusion, created by the
national Government. This program is managed

by Bancoldex.

Within the main achievements and results of
2017, the following stand out:

*The level of coverage is maintained at 100%
financial presence in the entire territory of the
country which was reached on 2015.

*From January to September 2017 931.870 new
people entered the financial sector, allowing for
the percentage of adults with a financial prod-
uct to amount to 79.1%, which means that 26.6
million adults have some formal financial prod-
uct. This indicator compared to the one regis-
tered in September 2016 of 77.4% presented
an increase of 1.8 percentage points.

*Regarding total loans disbursed to microentre-
preneurs through banks, financing companies,
microcredit NGOs and cooperatives, disburse-
ments were COP 7.61 trillion from January to
September 2017.

*Projects aimed at improving access, use and
quality of financial products through programs
that were focused to consider the most vulnera-
ble population in the country, which have con-
tributed to an increase of the financial inclusion
indicator, were implemented in 2017.

e|n the field of financial education, in June 2017
the National Economic and Financial Education
strategy was launched and the 2018 work plan
was approved in December. It continued to partic-
ipate in the Intersectoral Commission of economic
and financial education and leading the Vulnera-

ble Population Subcommittee for micro and SMEs.

*As for information management, four financial
inclusion quarterly reports were generated in
the country and the sixth annual Financial Inclu-
sion report was launched at December 2016,
which were prepared jointly with the Financial

Superintendence of Colombia.

°In 2017, it developed and implemented a data
and business intelligence warehouse (BI) solu-
tion was developed and implemented to consol-
idate internal and external information of the
banking opportunities investment program,
which allows for a fast, timely and dynamic way
to generate the necessary reports for financial

inclusion analysis in Colombia.
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RISK
RATINGS

In 2017, Fitch Ratings confirmed local F1 + and
AAA ratings awarded to Bancdldex for short and
long terms respectively, with a stable outlook. On
the other hand, BRC Standard & Poor's confirmed
the AAA ratings for the long-term and BRC 1 + for
the short-term.

Regarding foreign currency rating, Fitch Ratings
Inc., kept the BBB rating with a stable outlook. The
foregoing, based on sovereign rating of the

Republic of Colombia carried out by this institution.
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FINANCIAL
MANAGEMENT
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Financial results

The year 2017 developed in a favorable environ-
ment for income generation. The investment
portfolio had a 140% compliance, according to
the downward movement of the fixed income
yield curve due to the recovery in oil prices and
better expectations on the fiscal front of the

Colombian economy.

The Bank portfolio strategy focused on maintain-
ing, as of the second semester, a low investment
amount, at levels close to COP 700 billion with
low duration, in accordance with the liquidity
management strategy and aiming to maintain a
proper level of liquidity risk indicator of (IRL). In
the first four months, the strategy was slightly
longer in amount and duration, which favored

the income valuation of the portfolio, which was

adjusted and settled at the beginning of the
month of May, in order to liquidate profits.

Despite lower disbursements of 2017, the total
credit portfolio showed an increase of COP
45.773 billion (43%) in the intermediation
margin compared to the previous year. Growth

is explained by the following reasons:

eDecrease in the cost of funds in pesos: flexibili-
zation of the monetary policy that was experi-
enced in 2017 thanks to a lower cumulative infla-
tion, resulted in a reduction of up to 275 basis
points on the intervention rate and thus generat-
ed a fall in the market uptake rates. In addition,
the reduction in the duration of the funding strat-
egy also favored significantly the mixture of

Bancdldex resources in local currency.

eIncrease in the foreign currency portfolio margin:
the dollar portfolio presented a better perfor-
mance due to the increase in the loans term,
which went from 3.1 years in 2016 to 5.7 years in
2017. This contributed to the level of average
balance to remain similar to the previous year,

despite lower outlays.
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THE FOLLOWING ARE PART OF

THE INITIATIVES CARRIED OUT

FOR FINANCIAL MANAGEMENT
DURING 2017:

°In August of 2017 Bancdldex carried out suc-
cessfully its first issuance of green bonds through
the Colombia stock exchange, worth COP
200,000 million in a 5 year term, obtaining

demands by 2.55 issued value and 7.10% rate AR.

This issuance is the first of this type carried out
in the Colombian public stock market. It seeks to
channel resources from the capital market and
allocate them exclusively to business projects
that generate environmental benéfits, in all eco-

nomic sectors.

The broadcast featured technical cooperation

from the Inter-American Development Bank

2*Private Capital Funds.
2CE: External Circular letter.

(IDB) and the State Secretariat for Economic
Affairs of Switzerland (SECO).

eIn March 2017, the first denominated hedge
derivative was incorporated into the risk manage-
ment structure of the balance sheet. This instru-
ment allowed the Bank to mitigate the impact on
equity by the investment volatility in USD
exchange rate (shareholder position in Bladex
and FCP?*) and which are classified as available
for sale in accordance with its permanence voca-
tion. The above, considering the alternatives
available in the market for coverage, as well as
the existing legal framework which enables this
type of coverage through the CE#* 100 of 1995
the Financial Superintendence of Colombia, Act
1314 of 2009 and the NIC 39 standard.

eAnother important part of financial manage-

ment, is tax planning developed by Bancdéldex.

After a rigorous audit process executed by the
Bank, the Direccién de Impuestos y Aduanas
Nacionales (DIAN) approved the return of the
credit balance originated by the income state-
ment of the year 2016 worth COP 18.715 million.
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MAIN FINANCIAL RESULTS OF 2017,

COMPARED TO THE PREVIOUS YEAR.

ASSETS
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Compared to December 2016, the assets of the
Bank showed a reduction of COP 167,932 million
(2.40%). In general terms this variation is due to
the normal operation rotation. This reduction is
focused on liquidity (represented by the avail-
able and investment portfolio) which increased
during the last quarter of 2016 as part of the strat-
egy that the Bank's Treasury developed to gener-
ate profits and care for future resource require-
ments. In terms of net loan portfolio, it didn't
have an important variation in the balance, where
2017 closed with COP 2,725 million more than
the previous year (0.05%).
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MAIN FINANCIAL RESULTS OF 2017,

COMPARED TO THE PREVIOUS YEAR.

LIABILITIES
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Compared to December 2016, the liabilities of
the Bank decreased by COP 191.786 million
(3.46%). This decline is explained because the
resource uptake in pesos (including money
market operations) presented a fall of COP
363,203 million, which is due to the difference
between the reduction levels in CD (COP
467,337 million), cancellation of repo opera-
tions (COP 95,866 million) and the issuance of
green bonds for COP 200,000 million.
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MAIN FINANCIAL RESULTS OF 2017,

COMPARED TO THE PREVIOUS YEAR.

EQUITY
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The equity of the Bank increased by COP
23,854 million compared to December 2016,
this result is explained by the following factors:

eIncreased surplus of COP 28.757 caused
mainly by the portfolio behavior which affects
other integrated results (ORI) and by the valua-
tion of property, plant and equipment.

e|ncreased reserves for COP 12,620 million.

el ess accumulated profit on the 2017 period for
COP 17,522 million.
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MAIN FINANCIAL RESULTS OF 2017,
COMPARED TO THE PREVIOUS YEAR.

FINANCIAL
MARGIN

Gross financial margin for 2017 presented an
increase in COP 34,720 million (18%) over the
previous year; while the investment and
forward portfolio contributed significantly to
the financial margin, the loans behavior, both in

pesos and dollars, explains the increase in this
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item compared to 2016.

The lower cost of funds for the portfolio in
pesos followed by foreign currency placements
in longer terms and hence to higher rates,
improved brokerage margin.
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MAIN FINANCIAL RESULTS OF 2017,
COMPARED TO THE PREVIOUS YEAR.

PROFIT

The accumulated profit at December 2017
(COP 82,865 million) was lower than the accu-
mulated profit for the same period in 2016 (COP
100,387 million). Despite the increase in the
gross financial margin (COP 34,720 million)
explained in the previous paragraphs, the total
value of the Bank was lower compared to 20156,
due to the following factors:

150.000
«r100.387

MILLION

100.000

«r82.865

MILLION

*The increase of income tax by COP 41,949 mil-
lion (252% variation over the previous year, from
COP 16,615 million in 2016 to COP 58,562 mil-
lionin 2017). During the 2016, the calculation of
the tax was determined by the presumptive
income system (effective return rate of 14%),
while in 2017 the tax was calculated with the

ordinary income system at a rate of 41%.

eOther income account recorded loss of COP
8,149 million in 2017 due to the equity sharing
method, which includes the portion of the
results of subsidiaries according to their total

equity share.

eLess spending on other taxes of COP 8,440
billion (mainly by equity tax).

eIncrease by COP 4,109 million for operating
costs (6%), which was at levels very close to infla-
tion for the year 2016 (5.7%) and was lower than
expected as a result of the guidelines estab-
lished by the Bank's management, aiming to
improve efficiency in spending levels, which

represented going from an efficiency indicator
on the MFB?¢ of 33% in 2016 to 29.8% in 2017.

2 Gross Financial Margin.
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RISK
MANAGEMENT
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Risk Management Credit
System (SARC)

Certain adjustments to methodologies for risk

assessment of financial intermediaries in
Colombia were made, and the follow-up pro-
cess of different types of debtors through
reports and alerts continued to strengthen
during 2017. In addition, policies and direct
credit methodologies for companies were
adjusted. On the other hand, a review of the
methodology for the estimation of risk compo-
nents for the definition of pricing of the different
segments of the portfolio, were reviewed with

the support of an external consultant.

Market Risk Management
System (SARM)

The valuation methodology for coverage
forwards operations, which allows to mitigate
exchange rate of overseas equities and funds
from private foreign currency (USD) capital risk
was defined in 2017. Likewise, the methodology
for the effectiveness of such coverage, was devel-
oped and implemented in line with best market
practices. On the other hand, and in compliance
with international regulations on derivatives,
figure of "Valuation Agent" was adopted, where-
by Bancdldex is meant to evaluate daily the
agreed covenants with each counterparty which
whom it has signed contracts ISDA - Credit Sup-
port Annex - CSA and call them to order. This
mechanism makes it possible to mitigate the risk
of forward market and credit operations COP /

USD held with foreign financial intermediaries.

Liquidity Risk Management
System (SARL))

The regulatory calculation of the indicator's
short-term exposure - [IEC (Banco de la Republi-
ca) was implemented, which measures the
liquidity risk across currencies (COP and USD)
to Bancdldex individually and at a conglomer-
ate level. On the other hand, to improve the cost
of anchoring on market monitoring, a method-
ology was designed and implemented to track
rates at which CDT are captured. Additionally, in
the context of the Savings Accounts product,
the methodology of maximum Probable With-
drawal - MRP was updated and alerts were
designed to measure and manage the concen-
tration of investors who capture resources

through this product.
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Operational Risk Management
System (SARO)

Through risk self assessments and controls, all
the risks, controls and risk treatments of the
Bank operation were reviewed. Likewise, risk
self-assessment and process controls were com-
plemented, by strengthening or improvement
of controls, as well as treatments and action
plans on both specific elements as transversal

processes.

A new tool - Monitor Plus was implemented,
which in a first stage, will serve to monitor the
transactional fraud for the savings account prod-
uct. Regarding the detection stage of potential
fraud and corruption situations, the ethical line
Bancdéldex remained at the disposal of the Bank
and its stakeholders and policies and a transac-

tional fraud management model were built.

Aiming to strengthen synergies with the Bancél-
dex subsidiaries, Arco, and Fiducoldex, work
was done to align the operating risk manage-
ment system - SARO in matters related to corpo-
rate governance, policies and methodologies,
among others aspects. There is currently a com-

plete lineup of SARO in the three entities.

Information Security and
Business Continuity (SGSI)

In information security, we continued to work
on synergies with subsidiaries and as a result
policies and methodologies were unified
under the ISO 27000 framework and online
Government. In the field of business continuity,
the partial consolidation of infrastructure con-
tingency with Arco and the improvement and
strengthening of the Plan of business continui-

ty of the Bank are worth noting.

On the other hand, policy requirements in terms
of information security were honored, especially
regarding protection of personal data and
online Government. Likewise, initiatives to
strengthen information security and business

continuity plans were implemented.

Conglomerate Risk Management
System

The Bank's management continued to strength-
en the monitoring of the level of risk of subsid-
iaries and related schemes and deepened into
the analysis of comprehensive risk of counter-
parties. In addition, within the framework of the
synergy project with subsidiaries, it advanced in
the definition of the framework of general risk
policies of the conglomerate, as well as in the
alignment of the identification, measurement

and monitoring of the different methodologies
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types of risks and identification of synergies
associated with handling different risks (credit,
market, liquidity, operational, information secu-
rity and LA/FT). At the end of December 2017,
the risk policies of the conglomerate were
approved by the Board of Directors. This added
to the strengthening of the coordinating bodies
of the Group's risk management.

Administration System of the

Money Laundering and Terrorism

Financing Risk (SARLAFT)

In 2017, this system allowed the Bank to prevent
and mitigate the risks of money laundering and
financing of terrorism (LA/FT) in transactions and
contracts made by the entity. The SARLAFT
Manual was updated, with policies and proce-
dures to strengthen the process of proper client

identification and it was incorporated as required

by the External Circular 055 of December 2016,
issued by the Financial Superintendence of
Colombia in terms of the identification of final
beneficiaries, additional due diligence to public-
ly exposed people (PPEs) and financial sanctions
led by the United Nations.

Similarly, the risk profile for LA/FT was moni-
tored for risk factors, associated risks and the
consolidated Bank, both inherent and residual,
keeping the latter within the level approved by
the Board of Directors.

Implementation of the new monitoring system
for customers and transactions began, which
will support management of LA/FT risks by pro-
filing customers, consolidating information
models for monitoring and detection of unusual
and suspicious transactions. Similarly, along with

the compliance officers of the two subsidiaries

of the Bank issues relevant to alignment of main
policies and synergies on compliance manage-

ment of Bancoldex Group entities were defined.

Finally, all regulatory SARLAFT reports and spe-
cific requirements of the different competent

authorities were promptly attended.

Compliance of FATCA (Foreign
Account Tax Compliance Act
and CRS (Common Reporting
tandard) System

In compliance with provisions in the FATCA
law, for 2017, the bank kept its status of Foreign
Financial Institution (FFI) with the United States
Internal Revenue Service (IRS). FATCA interme-
diaries and financial institutions due diligence
was updated with which the bank kept links or
operations and discussed the requirements of
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local and international financial institutions on
FATCA and CRS (Common Reporting Stan-
dard) of the OECD (Organization for coopera-

tion and economic development).

INTERNAL CONTROL
SYSTEM

The Internal Control System (SCI) of Bancdldex
is based on the existing Internal Control models
applicable (MECI, CIC, COSO) as well as on the
provisions for the "Internal Control System" for
financial institutions supervised by the Superin-
tendence of Colombia, established and regulat-
ed by this entity. The Internal Control model
aims for a permanent improvement of the orga-
nization looking for best practices in different
processes, elements and components of the

management systems applicable, specifically,

risk management, quality, Prevention, and secu-

rity systems required by current regulations.

As a result of the comprehensive audit conduct-
ed by the Office of the Comptroller-General in
2017 on the 2016 period, this body issued an
opinion without reservations about the financial
Statements of the Bank, described the Internal
Control system with an overall 95.55 out of 100
points and closed the Bancéldex account for the
fiscal effects of 2016.

On the internal accounting Control system, the
opinion on the financial statements for 2016 did
not change in relation to the opinion of the 2015
period, where opinion without novelty was
obtained. This gives reliability to the Organiza-
tion in the resource management and the fulfil-
ment of objectives and goals.

Under the methodology of the Contaduria Gen-
eral de la Nacidn, (National General Accountan-
cy) the internal accounting Control system
received the rating of "Efficient" in the 2016
evaluation and obtained a score of 4.83 out of 5
(resolution 193 2016).

In 2017 the auditor of the Bank implemented the
survey on the status of the standard Internal Con-
trol model - MECI regarding the period 2016
reflecting a maturity of 82,67% out of 100%
which is considered as "Satisfactory". Evaluations
of the SCI were also made for processes and
based on risks, according to what was prioritized
in the annual audit Plan approved by the Audit

Committee of the Board of Directors.

The Audit Committee of the Board of Directors
was kept informed about the recommendations
and improvement opportunities of this manage-
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ment, as well as the results of follow-ups to relat-
ed actions, allowing it to verify the adoption of
these recommendations.

At the end of 2017 neither management, or
internal and external supervisory bodies of the
Bank, or the Audit Committee detected fraud,
malicious mistakes or manipulations of financial
information prepared and disclosed by the
Bank, nor were there significant weaknesses
reported that could put at risk the effectiveness

of the Internal Control System.

LEGAL STATUS OF
BANCOLDEX

At the end of the 2017 fiscal year, Bancdldex
maintains its legal regime of mixed economy

company on the national agenda, linked to the

Ministry of Commerce, industry and tourism
and organized as a credit bank establishment,
not assimilated to the regime of industrial and
commercial companies of the State, regardless
of the State’s share in its capital. However, due
to its public entity nature, Bancéldex maintains a
legal regime of private law concerning its acts
and contracts, in accordance with the statutory
and regulatory provisions governing the matter,
allowing for its competitiveness in financial sup-

port to entrepreneurs.

In 2017 the Declaration of the Bancdldex business
group was set as array of subsidiaries, Fiduciaria
Colombiana de Comercio Exterior S.A.-Fiducol-
dex and Arco Grupo Bancoldex S.A. Compafia de
Financiamiento (formerly Leasing Bancdldex S.A. -
Compaiiia de Financiamiento) before the Cham-
ber of Commerce of Bogota under the terms pro-

vided for in article 261 of the code of Commerce.

On the other hand, and as a result of the issu-
ance of Act 1815 of 2016 "which reduced the
income and capital resource and budget appro-
priations law for the period from January 1 to
December 31 2017" and which provided that
"autonomous equity whose administration has
been assigned by law to the Banco de Comer-
cio de Colombia S.A. Bancdéldex, may be direct-
ly administered by it or through its subsidiaries”,
the Bank gave to Fiducoldex the administration
of the business growth management unit and

the productive transformation program as of
April 1,2017.

On the other hand, at the date of this report,
Bancéldex along with Fiducoldex, the Bank of
the Republic and the Ministry of Foreign Affairs,
is linked to five ordinary labor suits filed by
aggregates, parts, and directors of trade offices
from Colombia abroad, who provided their ser-
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vices between 1967 and 1992.In the mentioned
processes the intention is to attain recognition
of their pension contributions by the aforemen-

tioned entities.

Finally, and without prejudice to the require-
ments stated in the prevention of money laun-
dering and financing of terrorism administration
system, it is worth stating that Bancéldex admin-
istrators have not hampered the free movement
of invoices issued by providers. The previous
record is done under the terms set forth in the
paragraph added by article 7 of law 1231 2008
2° paragraph, of article 87 of law 1676 of 2013,
"Which promotes access to credit and dictates
rules on security interests" "Which unifies the
invoice as a title value as a funding mechanism
for the micro, small and medium entrepreneur,

and enacts other provisions".

CORPORATE
GOVERNANCE

The complete information of the Bank in corpo-
rate governance of Bancdldex is found in the
annual corporate governance report. This docu-
ment is an integral part of this annual report and is
available at the Bank website under the "Interest

Information to shareholders and other investors ".

ENVIRONMENTAL AND
SOCIAL SUSTAINABILITY

Under the framework of corporate governance
of Bancéldex diagnosis, in 32016, the Interna-
tional Finance Corporation - IFC of the World
Bank made a diagnosis of environmental and
social risks, with methodology similar to that

used for the analysis of governance of the Bank,

i.e., from the information gathered and the visit
of a mission from Washington where interviews
were conducted to members of the Board of
Directors and senior management. The diagno-
sis covered policies, processes and procedures
for the management of environmental and
social risks of the Bank. This review was com-
pared to the Green Protocol and international
best practices that include IFC standards and

the norms and principles of Ecuador.

As a result of the diagnosis the IFC issued certain
recommendations, during the session of June 29,
2017, the Board of Directors approved the
creation and implementation of a social and envi-
ronmental risk management system- SARAS
which aims to identify and evaluate the environ-
mental and social risks of credit operations, as well
as to establish mitigation measures to minimize

potential losses arising from their occurrence.
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In that sense, Bancéldex supports the growth of
the Colombian business sector ensuring the pro-
tection of the environment and the well-being of
society in its present and future activities, tends to
the rational use of natural resources in its opera-
tion to generate the lowest environmental impact
and design financial and non-financial products

focused on the mitigation and adaptation to

climate change and that generate social benefits.

On the other hand, the sustainability report for
the years 2015 and 2016 was published. It was
prepared under the guidelines of the Global
Reporting Initiative GRI, version 4 in its essential
option and gives continuity to the last published
report exercise 2014, allowing the Bank's inter-
est groups to compare the progress of the new
strategy of Bancoldex from the main economic,
environmental and social outcomes of the two

mentioned years.

The content of the report was the result of a ma-
teriality analysis carried out by the Bank through
workshops and interviews with managers and
their own interest groups. The full document
can be viewed on the Bank’s website, on the link

"Corporate social responsibility".

TRANSACTIONS WITH
RELATED PARTIES

To the date of this report, the Bank maintains its
operations properly instrumented and complies
with the regulations that govern it. The opera-
tions performed by the Bank with its partners
and administrators are in accordance with the
general policies of the institution. These opera-
tions are properly specified in note number 30
(related parties) of the financial statements.

The Bank did not carry out transactions, or trans-
actions with partners or managers, whose char-
acteristics differ from those carried out with third
parties, or provided services free or compensat-
ed, nor loans without interest or any consider-
ation, with the exception of those with employ-
ment character, which are regulated by articles
152 and 153 of the Substantive Labor Code.

SUBORDINATES

Fiducoldex is a limited company of indirect mixed
economy of national order, constituted since
October 31, 1992, where Bancdldex has an
89.32% stake. Arco Grupo Bancdldex is a mixed
economy company of indirect creation, not affiliat-
ed or linked to any Ministry and assimilated to an
industrial and commercial enterprise of the State,
where Bancdldex has a participation of 87.45%.
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During 2017, the Bank carried out directly with
Fiducoldex management operations such as
recruitment of the global Bank policy and the
continuation of the alignment project of Bancol-
dex and its subsidiaries. In addition, dividends of
Fiducoldex were received for 2016, and starting
on 2017 the Trust received the administration of
the following special programs: business growth
management unit, and productive transforma-
tion program, previously managed by Bancdl-
dex. Itis clear also, that Fiducoldex is the adminis-
trator of the private Capital Fund Aureos Colom-

bia FCP, whereby Bancdéldex is an investor.

On the other hand, in the course of 2017 port-
folio of loans, Treasury, and administration
operations related to the Bank's overall policy,
and alignment of Bancdéldex and subsidiaries
project were carried out with ARC group
Bancdldex. Additionally, dividends from that

entity for the year 2016 were received.

Bancdéldex maintains with Fiducoldex and Arco
Grupo Bancdldex a frame agreement for shared
services, which aims to exploit the synergies
between the Bank and its subsidiaries, provided
that this does not imply, in any case, the delega-

tion of their professionalism.

Finally, it is important to note that indepen-
dence in management of the business and deci-
sion-making is a premise of their relationship,
which is limited by the benefit that the customer
can get from the products and services offered

by each of the entities.

OTHER EQUITY
INVESTMENTS

At the end of December 2017, Bancdldex main-
tained investments in the Banco Latinoamericano
de Exportaciones (Latin American Export Bank) -
BLADEX (1.3%), in the Fondo Nacional de
Garantias  (National Fund of
(25.73%), and the credit and foreign trade insurer
- SEGUREXPO (49.63%).

Guarantees)

INTELLECTUAL PROPERTY
AND COPYRIGHT

Bancdldex acts in accordance with the law,
through policies defined on the acquisition of
technology and the use of licensed software. It
also has internal control procedures that seek to

ensure that such compliance is satisfactory.
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PERFORMANCE OF
THE DISCLOSURE AND
CONTROL SYSTEMS

To comply with the provisions of articles 46 and
47 of Act 964 of 2005, the Banco de Comercio
Exterior de Colombia S.A. Bancéldex certifies
that the financial statements and other relevant
reports to the public do not contain defects,
inaccuracies or errors that deter from knowing
the real equity situation or the operations car-
ried out. In addition, the disclosure and control
systems used by the entity to incorporate the
information contained in these financial state-
ments and reports relevant to the public are
suitable, based on reliable information and sub-
ject to audits practiced by the Bank's internal
auditor and statutory auditor under the supervi-

sion of the Audit Committee.

PROSPECTS
2018
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MANAGEMENT 2018

For 2018, the disbursements goal of the Bank is
COP 4.76 trillion, which represents a growth of
35% over what was executed in 2017. The Bank
has raised the goal focusing on 6 strategic fronts

that are:

Support to the Colombian
export sector

Which consists of repositioning Bancéldex as
the Bank to finance foreign trade operations.
For this, the goal to finance the export sector is
COP 2.1 trillion.

Likewise, Bank is going to focus on addressing
the export sector not only for funding but also

to contribute in removing barriers that prevent

the greater dynamism of exports in the country.
Activate direct credit

For operations that meet eligibility criteria in
terms of investments, credit risk, guarantees and

added impact of such operations.

The goal for 2018 is to disburse COP 503,000
million in direct lending to projects that contrib-
ute to mitigation and adaptation to climate
change from the business sector, promoting pro-
ductive linkages and industrial conversion to
generate impact in the growth of exports at

medium and long terms, among others.

Strengthen attention to
microenterprises and
microfinance institutions

The Bank will work to offer permanent assistance
to the network of micro financial institutions to
strengthen their institutional capacities, increase
operational efficiency, improve corporate gover-
nance and mitigate risks.

It also seeks to increase loans to achieve a goal of
COP 803,000 million directed to the segment of

the micro and small company?’.

Special contribution of
Government lines

The Bank will continue addressing complex situ-
ations or regional emergencies affecting compa-

nies, through the creation of lines of credit under

2 Small businesses: Companies with up to 1.250 SMLV (Minimum Legal
Outstanding Monthly Wages) worth of assets.
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favorable conditions with specific destination in
accordance with the direction of the national

Government.

For 2018, the Bank intends to leverage close to
COP 1.4 trillion in special lines provided the
resources are received by the Government.

Green lines

Consists of structuring and financing green
projects and investments that generate positive
impacts on the environment and which allow to
increase the participation of the Green Bank's
portfolio from 2 to 10% in 2 years.

The goal proposed for 2018 is to disburse COP
130,000 million funding for green projects.

New special lines

The Bank seeks to become a relevant player in
structuring programs and projects that contrib-
ute to the business and regional development
of the country.

Likewise, the organization internally established
eighttransversal policies that contribute to the fulfil-
ment of the goals drawn for this year, which are:

1-The improvement of the Bank's funding.

2-Improving the functioning of the Organization
to respond to all challenges.

3-Deepening the audit of processes and actions.

4-Establish criteria for the limitation of contracts,

to help improve the efficiency of the Bank.

5-Promoting a change in pace.
6-Bimonthly tracking goals.

7-Establishing synergies with bank subsidiaries.

FINANCIAL
PERSPECTIVES

The year 2018 is projected under a challenging
scenario from the commercial point of view to

reach a disbursements goal of COP 4.75 trillion.

Under this scenario, and to ensure the financial
sustainability of the Bank the following strategic
actions arise for the sake of guaranteeing the
generation of profit:
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eInvestment portfolio: the portfolio strategy for
the year 2018 involves maintaining an invest-
ment level close to COP 700 thousand million,
focused on the short and average of the yield
curve. This, to protect the results statements
from possible devaluation due to upward move-

ments of the market.

ePassive structure in pesos: the monetary policy
adopted by the Banco de la Republica is expect-
ed to continue expanding, reaching an interven-
tion rate close to 4% during the year 2018. This
expectation has caused a flattening of the catch-
ment curves in the market, by which the Bank's
strategy will be concentrated in the mid part of
the curve (18 to 36 months), where the funding
costs are more efficient, since these periods do

not generate banking reserve costs.

To meet the projected expenditures a need for

resources in pesos for COP 1.8 trillion is expected,
to fund 60% through CDTS, 15% in bonds and
25% through institutional savings account; which is
expected to be live in the second quarter of 2018.

In addition, the evaluation and structuring of a
Public Stock Market issuance of the first "Social
bond", titles that have a great potential for
growth considering that the resources obtained
under this product would be intended to anchor

the portfolio of Bancoldex microcredit.

ePassive structure in dollars: for 2018 Bancdldex
has a funding need of USD 530 million in foreign
currency, will be financed by 83% through the
Bank, and the remaining 17% amounting to USD
90 million will be funded through correspondent
banking and multilateral Organisms, through the
fourth and last credit program with the IDB under
the CCLIP line negotiated in 2018.

To maintain long-term resource availability as a
competitive advantage, the Bank has been
working on documentation (CONPES docu-
ment) and approvals required for the nation to
gain access to a new line of indebtedness with
multilateral banks and the IDB for USD 600 mil-
lion intended to be negotiated in 2018 and
disbursed as of 2019.

eExpenditure Efficiency: Bancdldex continues to
be committed to be austere in its spending, so
in 2018, the budget for operating expenses?®
increased only by 2.8%%compared to that of
2017. The above demonstrates Bank’s commit-
ment to financial sustainability and the genera-
tion of profit, with a budget having an MFB effi-
ciency indicator at levels close to 31%, similar to
2017 (29.8%); these indicators have the lowest

results from the last five years.

28Tax not included
2?Value under inflation for 2017 (4.09%)
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SUBSEQUENT EVENTS

The Administration has no knowledge of any
important event that occurred between the
closing date of the fiscal year 2017 and the

date of submission of this report that could

affect its scope or interpretation.

mm@ILID)EX(

PROMUEVE EL DESARROLLO EMPRESARIAL

= Mario

Suirez Melo
President and CEO

Photo courtesy of: Vanguardia Liberal.
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FINANCIAL STATEMENTS

Report from the statutory auditor

Certificate from the legal representative
and the account

Financial Statements 2017-2016
Notes to Finacial Statements 2017-2016

Financial Statements 2017-2016

BANCOLDEX’ BUSINESS DEVELOPMENT BANK

Consolidated Report From the
Statutory Auditor

Consolidated Financial Statements
2017-2016

Notes to the Consolidated Financial
Statements

Consolidated Financial Statements
2017-2016



http://www.bancoldex.com/portal_ingles/documentos/10837_Report_from_the_Statutory_Auditor.pdf
http://www.bancoldex.com/portal_ingles/documentos/10838_Certificate_from_the_Legal_Representative_and_the_Accountant.pdf
http://www.bancoldex.com/portal_ingles/documentos/10840_Notes_to_Financial_Statements_2017-2016.pdf
http://www.bancoldex.com/portal_ingles/documentos/10840_Notes_to_Financial_Statements_2017-2016.pdf
http://www.bancoldex.com/portal_ingles/documentos/10841_Financial_Statements__2017_-_2016.xlsx
http://www.bancoldex.com/portal_ingles/documentos/10843_Consolidated_Report_From_the_Statutory_Auditor.pdf
http://www.bancoldex.com/portal_ingles/documentos/10845_Consolidated_Financial_Statements_2017-2016.pdf
http://www.bancoldex.com/portal_ingles/documentos/10846_Notes_to_the_consolidated_Financial_Statements__2017-2016.pdf
http://www.bancoldex.com/portal_ingles/documentos/10847_Consolidated_Financial_Statements_2017-2016_(Excel).xlsx
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DISBURSEMENTS

trillion

of Colombian pesos

disbursed, benefiting more
than 76,000 companies in 786
municipalities of the country.
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BUSINESS
MODERNIZATION

trillion

of Colombian pesos
in financing for the modernization
of companies.
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DISBURSEMENTS
IN DOLLARS

USD

million

financed.
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COMMITMENTS IN
INVESTMENT FUNDS

OF PRIVATE CAPITAL

AND ENTREPRENEURSHIP

164017

[ ) | I [ ]
of Colombian pesos
in investment commitments in
Private and Entrepreneurial

Capital Funds.
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EMISSION OF
GREEN BONDS

200,000

million

of Colombian pesos

in the first auction of green bonds in
the Colombian public market.

With these resources, the following  *Energy control systems (energy

projects were generated: monitoring and management).
*Generation of energy through *Plans for solid and liquid waste
Biomass management. management.

*Change of traditional lighting *Solar panels for the generation of

systems for LED technology. photovoltaic energy.
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STRENG I
THE MICRO-E
SEGMENT
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of Colombian peso

disbursed to more than 59,200
microenterprises, thus promoting
inancial inclusion and productive
insertion.
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GROWTH
PLATFORMS
IN FIGURES
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Productive insertion

and financial inclusion
- platform -

The disbursements made by this
business unitin 2017 were COP 658,286
in 66,673 operations, which represents
18.3% of the Bank's total disbursements.

Domestic
boost

- platform -

This business unit disbursed COP 1.32
trillion, benefiting more than 3,000
businessmen, highlighting that 65% of
the disbursements were made to
attend modernization processes,
mainly of SMEs.




Global
flows

- platform -

In 2017, this business unit disbursed
more than COP one billion for the
growth of the export sector and the
strengthening of foreign investment in
Colombia.

International
expansion

- platform -

During 2017, the International
Expansion business unit supported 57
companies with financial products,
amounting to total disbursements of
COP 518,528 million, which
corresponded to 14% of the Bank's
total disbursements.




Extraordinary
growth

- platform -

In 2017, the Bank generated two new
lines of credit, through which 90
companies were financed with 17,877
million pesos in resources, of which 61
are less than 36 months old showing
that they are effectively reaching a
segment not served before by the
financial system.

Dynamic
ecosistems

- platform -

® The methodology to benefit from the
free trade agreements was developed,
which allowed the identification of 438
exporting companies with potential to
diversify into new markets of countries
with negotiated FTAs.

e 33 departmental reports with infor-
mation from 2015 were developed, 50
business reports with diversification
and sophistication possibilities for com-

panies, and 2 industrial sophistication
reports: clothing and oil chemistry.

Two new services were launched from
the Project Structuring Unit: Delta
Program and Pioneers Program. These
instruments are part of the purpose of
providing specialized support for the
conceptualization and structuring of
business growth projects.
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INSTITUTIONAL
7 - VIDEOS

BANCOLDEX, SOCIO DE LOS EMPRESARIOS
QUE SE ATREVEN A CRECER

BANCOLDEX, UN BANCO VERDE CRECIENDO UNA NACION DATLAS COLOMBIA


https://youtu.be/XioiYXGfVXM
https://youtu.be/3muydTEZ5uc
https://youtu.be/zj9BLnL5EiQ
https://youtu.be/L5F7Mn-F7c4

CONTACT BANCOLDEX

www.bancoldex.com

© @® @ @ ()

National toll-free number

01800018 0710

Bogota

(57 1) 742 0281

contactenos@bancoldex.com

MiCITio
Armenia

Ibagué

Contact

ne Amaya Zuluaga

@ Comercial Cont

Cat Alexandra Atehortua Rojas
Calle 21 No. 13-03 Carrera 3 Calles 10y 11
Gobernacion del Tolima
(57 6) 744 1632 Ext: 1606

(57-6) 735 9500 Cel: 311 3725301 (57 8) 277 O114 Cel: 314 414 2931
Monday

8:00 am. a 12.0 p
2:00 p.m. a 6:00 p.n

Monday
8:00 a.m. a 12.00 p.m.
2:00 p.m. a 6:00 p.m.

Bogota
Calle 28 #13A-15 Pisos 38 a 42
g Edificio Centro de Comercio
Internacional

R (57-1) 486 3000

Monday to Friday
8:00 am. a 5:00 p.m.

Cali

g Calle 4 Norte #1N-04 Edificio Mercurio
Barrio Centenario

\ (57 2) 485 5213 // (57 2) 485 5074
Cel: 312 350 6064

Monday to Frida
Y Y

8:00 am. a 1:00 p.m. - 2:.00 p.m. a 500 p.m.

Manizales

Comert Contact

Claudia Marcela Yepes

Calle 19 #21-44 Piso 12
Edificio Alcaldia

Neiva

ercial C

Dlana Marcela Rivera Lara

Carrera 5 #21-81
Bloque Cultural Centro de Conven-

BANCOLDEX b
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Barranquilla

g Cra. 52 #76-167 Local 101
Centro Comercial Atlantic Center

“ (57 5) 3850632 // (57-5) 3770240
Cel: 312 350 6059

Monday to Friday
8:00 am. a12.00 am. - 1.00 p.m. a 5:00 p.m

Pereira

g Carrera 13 #13-40 Oficina 405
Centro Comercial Uniplex Circunvalar

\ (57 6) 340 0818 // (57 6) 335 2626
(57-6) 335 2625 Ext: 3600 - 3601

Monday to Frida
Y M

8:00 am.a .00 pm.- 2:.00 p.m.a 500 p.m.

Pasto

Contact Comercial C

Calle 18A #25-16

ciones José Eustacio Rivera

(57 6) 872 0410 Ext. 112
(57 6) 891 86 03 Cel: 315 5925825

(57 8) 863 1434 Ext: 1405

(57 8) 863 0168 Cel: 314 414 2935

Monday
8:00 am. a 12:.00 p.m.
2:00 p.m a 6:00 p.m.

Monday
8:00 a.m.
2:00 p.m.

ISHOJO)

12:00 p.m
a 6:00 p.m

Rolando Ed‘ersson Delgado Goyes
Pasaje Corazén de Jesus
314 414 2939 (57 8

a.m.a12:00 p.m.
2:00 p.m. a 6:00 p.m.

Bucaramanga

Km 2,176 Anillo Vial Floridablanca
Giron Eco-Parque Empresarial Natura Torre 1
Oficina 413 RBF

“ (57 7) 6571777 Ext: 3701
Cel: 320 488 0094

Monday to Friday
8:00 am. a .00 p.m. - 2200 p.m. a 5:00 p.m.

Medellin

Calle 7 Sur #42-70 Oficina 613
Edificio Forum - sector de El Poblado

\ (57 4) 604 0141 // (57 4) 313 7648
(57 4) 313 8676

Monday to Friday
8:00 a.m. a 1:00 p.m. - 2:.00 p.m. a 500 p.m.

San Andrés

ercial

Karen Bush Franus

Avenida Colén - Edificio Bread
Fruit - Oficina 203-4

) 512 0345
(57 2) 5121720 Cel: 321 23

Monday
8:00 a.m. a 12:00 p.m.
2:00 p.m. a 6:00 p.m.


https://www.bancoldex.com/
https://twitter.com/bancoldex
https://www.facebook.com/bancoldex
https://www.instagram.com/bancoldex/
https://www.youtube.com/user/Bancoldex
https://www.linkedin.com/company/grupo-bancoldex/
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